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OATH OR AFFIRMATION

I, /ﬂm M‘&QKL swear (or affirm) that, to the
best of my knowledge and belief the accompanying finandal statement and supporting schedules pcnalmng to the firm of
’}LC\j ("JQ’YJQ{)\ ‘v-' VEST A G g?rZO\L‘CS éﬁou as of
Ve J 1_200% are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

—~_ N\
) |
( / Vi d]/%22;

FRANE BOHEU
of Kaw Yerk

7' Notary Public Rotay raens, 8

sidied in Alsany Coundy
. MG, 20846874
Wy eam'ntss.kcﬁ Explaes July 83, 30ccer

ThJs report®* contains (check all applicable boxes):
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FHETEd

(a) Facing page.

(b) Statement of Financial Condition,

(c) Statement of Income (Loss).

(d) Statemment of Changes in Financial Condiiion.

(e) Statement of Changes in Stockholders” Equity or Par aers’ or Sole Proprietor’s Capital.
() Statement of Changes in Liabiliues Subordinated to (¢ laims of Creditors.

(g} Computation of Net Capital

" (h) Computation for Determination of Reserve Requiremcnts Pursuant to Rule 15¢3-3.

() Informauon Relaung to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanaton, of the Computation of Net Capital Under Rule 15¢3-1 and the
" Computation for Determination of the Reserve Requiizments Under Exhibit A of Rule 15¢3-3.

(k) A Reconcibauon between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.

(1) An Qath or Affirmation.

{m) A copy of the SIPC Suppiemental Report.

(n) A report describing any matenial inadequacies found 10 exist or found to have existed since the date of the previous audit.

**For conditions of confidential treaimeni of certain portions of this filing, see section 240.17a-5(e)(3).
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The Board of Directors
Troy Financial Investment Services Group

In planning and performing our audit of the financial statements of Troy Financial Investment Services
Group (formerly known as The Family Investment Services Co., Inc.) (the “Company”) (a wholly owned
subsidiary of The Troy Savings Bank, which is a wholly owned subsidiary of Troy Financial
Corporation), for the year ended December 31, 2001, we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the “Commission”),
we have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures that we considered relevant to the objectives stated in
rule 17a-5(g), in making the periodic computations of aggregate indebtedness and net capital under rule
17a-3(a)(11) and the reserve required by rule 15¢3-3(e). We did not review the practices and procedures
followed by the Company in making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by rule 17a-13, in complying with the
requirements for prompt payment for securities under Section & of Federal Reserve Regulation T of the
Board of Governors of the Federal Reserve System, or in obtaining and maintaining physical possession
or control of ali fully paid and excess margin securities of customers as required by rule 15¢3-3, because
the Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls,
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the Commission’s above-mentioned objectives.
Two of the objectives of internal control and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding

paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that procedures may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

. . . . KPMG (LP KPMG LLP a USS. limited fiability partnership, is
a member of KPMG International, a Swiss association.




Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of one or more
internal control components does not reduce to a relatively low level the risk that errors or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. However, we noted no matters involving internal control, including control activities for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2001, to meet the Commission’s objectives.

This report is intended solely for the use of the Board of Directors, management, the Securities and
Exchange Commission and other regulatory agencies that rely on rule 17a-5(g) under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

KPie P

February 8, 2002
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- FORM
X-17A-5

P FOCUS REPORT

'A(Fina‘ncial and Operational Combined Uniform Single Report)

Part Il Quarterly 17a-5(a)

INFORMATION REQUIRED OF BROKERS AND DEALERS PERSUANT TO
RULE 17

COVER

Select a filing method:

Basic

Alternate © [0011]

TROY FINANCTAL INVESTMENT SERV

Name of Broker Dealer:

[0013]

Address of Principal Place of 32 SECOND STREET
Business: [0020]
TROY NY 12180

[0021] [0022] [0023]

- SEC File Number: 8- 41118
- [0014]

Firm ID: 24375

[0015)

For Period Beginning 10/01/2001
‘ [0024]

And Ending 12/31/2001
- [0025]

Name and telephone number of person to contact in regard to this report:

(518) 270-3318

Name: Deborah L. Biancaniello Phone:
‘ [0030] [0031]
- Name(s) of subsidiaries or affiliates consolidated in this report: )
Name: ’ i Phone: ‘
[0032] [0033]
Name: Phone:
[0034] [0035]
Name: " Phone: <
{0038] [0037]
Name: Phone:
[0038] [0039]
Does respondent carry its own customer accounts?  yeg ™ [0040] No o (0041} ‘»
Check here if respondent is filing an audited report I~ [0042)]
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ASSETS

Consolidated  [0198] * UnconBolidated ™ [0199)

1. Cash

2. Cash segregated in
compliance with federal and
other regulations

3. Receivable from brokers or
dealers and clearing
organizations:

A. Failed to deliver:
1. includable in |
"Formula for ‘

Reserve

Requirements"

2. Other
B. Securities borrowed: ’
1. Includable in
"Formula for
Reserve

Requirements”

2. Other
C. Omnibus accounts:
1. Includable in
"Formula for
Reserve

Requirements"

2. Other

D. Clearing
Organizations:

1. Includable in
"Formula for
Reserve
Requirements”

2. Other
E. Other
4, Receivables from customers:

A. Securities accounts:

Allowable

43,108

[0200]

[0210]

[0220]

(0230]

[0240]

[0250]

[0260]

[0270)

(0280}

26,545

[0290]

[0300]

Non-Allowable

Total

43,108

[0750]
0

(0760}

0

[0770]

0

[0780]

0

[0790]

26,545

[0800]
0

[0550]

[0810]




- 1. Cash and fully

secured [0310]
. accounts:
[] L
2. Partly secured
accounts [0320]
3. Unsecured
accounts
B. Commodity accounts 1 :
‘ [0330]
C. Allowance for doubtful
accounts [0335]
Receivables from non-
customers:
A. Cash and fully
secured accounts [0340]
B. Partly secured and
unsecured accounts [0350]
Securities purchased under o
‘agreements to resell [0380]
Securities and spot
commodities owned, at
market value: . o
A. ' Bankers acceptances, "
certificates of deposit [0370)
and commercial ‘
paper
B.  U.S.and Canadian 325,531
Government [0380]
obligations
[
C. State and municipal
government [0390]
obligations
D. Corporate obligations
[0400)
E. Stocks and warrants
[0410]
F. Options
[0420]
G. Arbitrage
[0422]
H. Other securities 56,040
[0424]
l. Spot commaoadities
- [0430]

[0560]
{0570]

[0580] ‘

0

[0590] (0820]

0

[0600] [0830]

, 0

" [0605] [0840]



10.

11.

12.

d. Total inventory -
includes encumbered
_securities of §

1 5

[0120]

Securities owned not feadi!y
marketable:

A. At cost

[6130]
B. At estimated fair value

Other investments not readily
marketable:

A. At cost

[0140]
B. At estimated fair value

Securities borrowed under

subordination agreements '
and partners' individual and
capital securities accounts, at
market value:

A. Exempted securities
| {0150]
B.  Other
[0160]

Secured demand notes -
market value of collateral:

A Exempted securities
[0170]
B. Other
[0180]

Memberships in exchanges:

A. Owned, at market
value
10190]
B. Owned, at cost
C. Contributed for use of

company, at market
value

[0440)

[0450]

[0460]

[0470]

381,571

(0850}

0

[0610] (0860]

0

[0620] | [0870]

: 0

[0830] [0880)

0

[0640) [0890)
[0650]

0

[0660) [0900]
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14.

15.

16.

Investment in and
receivables from affiliates,

. subsidiafies and associated
. partnerships

N (9

Property, furniture,
equipment, leasehold
improvements and rights
under lease agreements: At
cost(net of accumulated
depreciation and
amortization)

Other Assets:

A Dividends and interest
receivables

B. Free shipments

C. Loans and advances

D. Miscellaneous

E. - Collatejrall accepted

under SFAS 140

F. SPE Assets

TOTAL ASSETS

[0480]

[0490]

216

[0500]

[0510]

[0520]

[0530]

© [0536)

[0537]
451,440

- [0540]

0

[0670] [0910]

0

[0680] [0920]
[0690]
[0700]
[0710]
13,070
[0720]

13,286

[0930]

13,070 464,510

(0940]

[0740]
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17.

18.

19.

20.

Liabilities :
Bank loans payable:
A. Includable in "Formula

for Reserve
Requirements"

B.  Other

Securities sold under
repurchase agreements

Payable to brokers or dealers
and clearing organizations:

A. Failed to receive:
1. Includable in
"Formula for
" Reserve

Requirements"

2. Other
B. Securities loaned:
1. Includable in
"Formula for
Reserve

Requirements”

2.  Other
C. Omnibus accounts:
1. Includable in
"Formula for
Reserve

Requirements”
2. Other

D. Clearing
organizations:

1. Includable in
"Formula for
Reserve
Requirements"

2. Other
E. Other:

Payable to customers:

‘LI.ABILITIES AND OWNERSHIP EQUITY

A.l. Liabilities

[1030]

[1040]

[1050]

[1060]

[1070]

[1080]

[1090]

[1095]

[1100]

[1105)

[1110]

Non-A.l Liabilities

thal

0

[1240]

[1460]

0

[1250]

[1470]
0

[1260]

[1480]

0

[1270]

[1490]

9

[1280]

[1500]

[1510]

0

[12961 :

[1520]

0

[1530]

0

[1300]

[1540]

0

[1550]

0

[1310]

[1560]
0

[1320]

[1570]



21,

22.

23.

24.

25.

A, Securilies accounts
including free credils
of

[0950]

B. Commodities
acccounts

Payable to non customers:

A. Securities accounts

B. Commuodities accounts

Securities sold not yet
purchased at market value
including arbitrage

of

[0960]
Accounts payable and
accrued liabilities and
expenses:
A. Drafts payable
B. Accounts payable
C. income taxes payable
D. Deferred income taxes
E. Accrued expenses

and other liabilities

F. Other
G. Obligation to return
securities

H. SPE Liabilities

Notes and mortgages

payable:
A, Unsecured
B. Secured

Liabilities subordinated to
claims of general creditors:

A Cash borrowings

[1120]

[1130]

[1140)

0

[1580]

[1330]

[1590]

[1340]

{1600}

[1150]

[1160]
16,531

[1170]

[1180]

38,882

[1190]

[1200]

[1210]

[1211]

11350]

[1610]

[1360]

(1620]

0

[1630]
16,531

(1640}
0

[1650]
0

h37m

[1660]
38,882

[1670]

0

[1380]

[1680]
0

[1386]

[1686]

0

(1387]

[1687]

[1690)

[1390]

[1700]

Q

[1400]

[1710]




q1. from outsiders

:u_ ’ o [0970]

2. Includes equity
subordination (15¢3-1
(d)) of

(0980]

B. Securities borrowings, 0
at market value: [1410] (1720}
from outsiders

[0990]

C. Pursuant to secured 0
demand note collateral [1420] [1730]
agreements

1. from outsiders

[1000]

2. Includes equity
subordination (15¢3-1
(d)) of

{1010

D. Exchange 0
memberships {1430] [(1740]
contributed for use of
company at market
value

E. Accounts and other 0
borrowings not [1220] [1440] [1750]
qualified for net capital
purposes

26. TOTAL LIABILITIES: 55,413 0 55,413
{1230] [1450] [1760]
Ownership Equity
Total
27. Sole proprietorship
{1770]
28. - Partnership-limited partners
[1780]
[1020]
29.  Corporation
A. Preferred stock
{1791]
B. Common stock 135,000

(1792




<. Additional paid-in capitai

+ D. " Retained earnings

E. Total
F. Less capital stock in treasury
30. TOTAL OWNERSHIP EQUITY:
31. TOTAL LIABILITIES AND OWNERSHIP EQUITY:

[1793]
274,097

[1794]
409,097

[1795]

[1796]
409,097

[1800]

464,510

[1810]




.

" STATEMENT OF INCOME (LOSS)

Period Beginhing 10/01/2001 Period Ending 12/31/2001 Number of months 3
3932} [3933] (3931]
REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securilies executed on an 8,442
exchange [3935]
b. Commissions on transactions in exchange listed equity securities executed over-the- 7.167
counter [3937]
C. Commissions on listed options transactions
[3938]
d. All other securities commissions 8,813
[3939]
e. Total securities commissions 24,422
[3940]
2. Gains or losses on firm securities trading accounts:
a. From market making in over-the-counter equity securities
[3941]
i Includes gains or (losses) OTC market making
in exchange listed equity securities ) [(3943]
b. From trading in debt securities
(3944]
C. From market making in options on a national securities exchange
[3945]
d. From all other trading
[3949]
e. Total gains or (losses) 0
[3950)
3. Gains or losses on firm securities investment accounts
a. Includes realized gains (Josses)
14235)
b. Includes unrealized gains (losses)
’ [4236)
c. Total realized and unrealized gains (losses) 0
{3952}
4. Profits or (losses) from underwriting and selling groups
{3955]
a. Includes underwriting income from corporate equity
securities [4237]
5. Margin‘interest
[3960]
6. Revenue from sale of investment company shares 105,237
[3970]
7. Fees for account supervision, investment advisory and administrative services 2,325
[3975]
8. Revenue from research services

[3980]




32. Extraordinary gains (losses)

L a.  After Federal income taxes of
’ . [4239]
33. Cumulative effect of changes in accounting principles
34. Net income (loss) after Federal income taxes and extraordinary items
MONTHLY INCOME
35. Income (current monthly only) before provision for Federal income taxes and extraordinary

items

[4224]

[4225]
15,604

[4230]

14,756

[4211]




«

.

EXEMPTIVE PROVISIONS

25. . If an exemption from Rule 15¢3-3 is claimed, identify below the section upon which such

exemption is based

A. (k) (1)--Limited business (mutual funds and/or variable annuities only)

B. (k) (2)(i)--"Special Account for the Exclusive Benefit of customers” maintained

C. (k) (2)(ii)--All customer transactions cleared through another broker-dealer on a fully

disclosed basis. Name of clearing firm(s)

Clearing Firm SEC#s
8-
[43354]
8-
[4335C]
8-
[4335E]
8-
[4335G]
8-
[43351]

D. (k) (3)--Exempted by order of the Commissibn

Name

[4335A2]

[4335C2]

[4335E2)

[4335G2)

(433512

I3 lass0)
I ase0)

I 1as7o)

Product Code -
[4335B]
[4335D]
[4335F]

[4335H]

14335J]

7 asso)




il\iFORMAT!ON FOR POSSSESSION OR CONTROL REQUIREMENTS UNDER 15C3-3

P .

State the market valuation and the number of items of:

1.

Customers' fully paid securities and excess margin securities not in the respondent's
possession or control as of the report date (for which instructions to reduce to possession or

icontrol had been issued as of the report date) but for which the required action was not taken

by respondent within the time frames specified under Rule 15¢3-3. Notes A and B
A. Number of items

Customers' fully paid securities and excess margin securities for which instructions to reduce to
possession or control had not been issued as-of the report date, excluding items arising from
"temporary lags which result from normal business operations" as permitted under Rule 15¢3-
3. Notes B, Cand D

A. Number‘ of items

The system and procedures utilized in complying with the regquirement to maintain physical
possession or control of customers’ fully paid and excess margin securities have been tested
and are functioning in a manner adequate to fulfill the requirements of Rule 15¢3-3

[4586]

(4587]

(4588

[4589]

Yes @ [4584]
No ¥ [4585]




'CQMPUTATION FOR RESERVE REQUIREMENTS FOR BROKER DEALERS UNDER RULE

accounts (See Note F)

15C3-3
CREDIT BALANCES
1. Free credit balances and other credit balances in customers’
security accounts (see Note A, Exhibit A, Rule 15¢3-3) (4340)
2. Monies borrowed collateralized by securities carried for the accounts
of customers (see Note B) [4350]
3. :Monies payable against customers' securities loaned (see Note C)
: [4360]
4. Customers' securities failed to receive (see Note D)
(4370]
5. Credit balances in firm accounts WhICh are attributable to principal
sales to customers [4380]
6. Market value of stock dividends, stock splits and similar distributions :
receivable outstanding over 30 calendar days [4390]
7. **Market value of short security count differences over 30 calendar
days old : [4400]
8. **Market value of short securities and credits (not to be offset by L
longs or by debits) in all suspense accounts over 30 calendar days [4410]
i .
9. Market value of securities which are in transfer in excess of 40
calendar days and have not been confirmed to be in transfer by the : [4420]
agent or the issuer during the 40 days i
10. Other (List)
[4425A] [4425B]
[4425C] [4425D)
[4425E] [4425F)
' 0
| [4425]
11. TOTAL CREDITS
DEBIT BALANCES
12. **Debit balances in customers' cash and margin accounts excluding
unsecured accounts and accounts doubtful of collection net of [4440)]
deductions pursuant to Note E, Exhibit A, Rule 15¢3-3
13. Securities borrowed to effectuate short sales by customers and
securities borrowed to make delivery on customers' securities failed [4450]
to deliver
14. Failed to deliver of customers' securities not older than 30 calendar
days [4460]
15. Margin required and on deposit with the Options Cleanng
Corporation for all option contracts written or purchased in customer [4465]

0

[4430]




Other (List)

»

. . : [4469A] [4469B]
[4469C] [4469D)
[4469E] [4469F]
0
[4469)
17. **Aggregate debit items,
18. **less 3% (for alternative method only - see Rule 15¢3-1(f)(5)(i))
19.  *TOTAL 15¢3-3 DEBITS
RESERVE COMPUTATION ‘
20. Excess of total debits over total credits (line 19 less line 11)
21, Excess of total credits over total debits (line 11 less line 19)
22. If computation permitted on a monthly basis, enter 105% of excess
of total credits over tota! debits
23. Amount held on deposit in "Reserve Bank Account(sj“, including
~ value of qualified secu;ities, at end of reporting period
24, Amount on deposit (or withdrawal) including
[4515]
value of qualified securities
25. New amount in Reserve Bank Account(s) after adding deposn or subtractlng thhdrawa!
including ,
[4525]
value of qualified securities
26. Date of deposit (MM/DD/YYYY)

!

FREQUENCY OF COMPUTATION

Daily & Weekly & Monthly «

*x

in the event the Net Capital Requirement is computed under the alternative method, this

"Reserve Formula" shall be prepared in accordance with the requirements of paragraph (f) of

Rule 15¢3-1.

0

[4470]

[4471]
0

[4472)

[4480]

[4490)

[4500)

[4510]

[4520]

0

[4530]

[4540]




COMPUTATION OF NET CAPITAL

1.

. Total capital and allowable subordinated liabilities

- Total ownership equity from Statement of Financial

Condition

Deduct ownership equity not allowable for Net Capital

Total ownership equity qualified for Net Capital

. Add:
A. Liabilities subordinated to claims of general
creditors allowable in computation of net capital
B. Other (deductions) or allowable credits (List)

409,097

[3480]

[3490]

409,097

(3500]

0

[3525A]

[35258]

[3525C]

[3525D)

[3520]

0

[3525E]

i
i

Deductions and/or charges:

A. Total non-allowable assets from Statement of
Financial Condition ( Note B and C)

'

1. Additional charges for customers' and
non-customers' security accounts

2. Additional charges for customers' and
non-customers' commodity accounts

B. Aged fail-to-deliver

1. Number
of items [3450]

C. Aged short security differences-less

reserve
of [3460]

number
of items [3470]

D. Secured demand note deficiency

E. Commodity futures contracts and spot
commodities proprietary capital charges

F. Other deductions and/or charges

G. Deductions for accounts carried under Rule 15¢3-
1(a)(6), and (a){7) and (c)(2)(x).

[3525F]
|

13,070

[3525]
409,097

[3540) |

[3550)

[3560]

[3570]

[3580]

[3590]

[3600]

[3610]

(3615]

[3530]




10.

H. Total deductions and/or charges

. Other additions and/or credits (List)

1l 3

-13,070

[3630A]

[36308]

[3630C])

‘ [3630E]
Net capital before haircuts on securities positions

Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1(f)):

A. Contractual securities commitments

B. Subordinated securities borrowings
C. Trading and investment securities:
1. Bankers' acceptances, certificates of

deposit and commerical paper

2. U.S.and Canadian government
obligations ‘
3. State and municipal government
obligations
-
4. Corporate obligations ?
5, Stocks and warrants
6. ° Options

7. Arbitrage
8. Other securities
D. Undue Concentration

E. Other (List)

[3736A]

[3736C]

[3830D}

[3630F]

(3620]

0

(3630
396,027

[3660)

[3670)

[3680]

3,250

(3690]

1,121

[3700]

[3710]

[3720]

[3730]

[3732)

[3734)

[3650]

(3736B]

[3736D)

[3736E]

Net Capital

[3736F]
0

(3736)

(3640

-4,371

[3740]
391,656

[3750]

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT




“PartA

withdrawals (line 19/ line 10 less ltem 4880}

11. . Minimum net capital required (6-2/3% of line 19) 3,694
) , : (3756
12. Minimum dollar net capital requirement of reporting broker or dealer 250,000
and minimum net capital requirement of subsidiaries computed in [3758]
accordance with Note(A)
13. Net capital requirement (greater of line 11 or 12) 250,000
[3760]
14, Excess net capital (line 10 less 13) 141,656
[3770]
15. Excess net capital at 1000% (line 10 less 10% of line 19) 386,114
; ; [3780]
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.l. liabilities from Statement of 55,413
Financial Condition [3790]
17. Add:
A. Drafts for immediate credit ’
(3800]
B. Ma'rket value of securities borrowed
for which no equivalent value is paid " [3810]
or credited
c. Otkher unrecorded amounts(List) ;
[3820A] [3820B]
‘ ‘ [3820C] [3820D]
| i
[3820E] [3820F]
0 0
[3820) {3830}
18. Deduct Adjustment based upon deposits in
Special Reserve Bank Accounts (15¢3-1(¢) {3838]
(1){vii))
19.  Total aggregate indebtedness 55,413
[3840]
20. Percentage of aggregate indebtedness to % 14
net capital (line 19/ line 10) [3850]
21. Percentage of aggregate indebtedness to % 14
net capital after anticipated capital [3853]




_OTHER RATIOS

‘,"_‘,
Part
29. Percentage of debt to debt-equity total computed in accordance with % ]
Rule 15¢3-1(d) 7 - [3860]
30. Options deductions/Net Capital ratio (1000% test) total deductions %
exclusive of liquidating equity under Rule 15¢3-1(a)(6), (a)(7) and {c)(2) [3852]

(x) - Net Capital




"SCHEDULED WITHDRAWALS

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the
next six months and accruals, (as defined below), which have not been deducted in the
computation of Net Capital. '

Amount to be

P%%%fd Insider Withdrawn (cash  Withdrawal or Expect
le Name of Lender or Contributor or amount and/or Net  Maturity Date  to
“or Accrual Outsider  Capital Value of  (MMDDYYYY) Renew
orAccrual Securities)
_ [4800] I _
[4601]  [4602] [4603] [4604] [4605]
_ [4610] - -
[4611]  [4612) [4613] [4614] [4615]
_[4620] . _
[4621]  [4622] [4623] [4624] [4625]
_ [4630] . _
[4631]  [4632] [4633] [4634] [4635]
_ [4640] . —
[4641)  [4642] (4643] (4644] [4645]
__[4650] _ _
[4651]  [4652] [4653] [4654] [4655]
__[4660] I _
- [4661]  [4662] (4663] (4684] (4665]
_[4870] . : ~
[4671)  [4672] \ [4673) [4674] [4675]
_ [4680] —_ | 1
[4681]  [4682] (4683 [4684] [4685]
_ [4690] .

[4691)  [4692] ‘ [4693)




'

ERROR: undefined
OFFENDING COMMAND: %o %o %o %o %o % %o %o

STACK:

1
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515 Broadway
Albany, NY 12207

Independent Auditors’ Report

The Board of Directors
Troy Financial Investment Services Group

We have audited the accompanying statements of financial condition of Troy Financial Investment
Services Group (formerly known as The Family Investment Services Co., Inc.) (a wholly owned subsidiary
of The Troy Savings Bank, which is a wholly owned subsidiary of Troy Financial Corporation) (the
“Company”) as of December 31, 2001 and 2000, and the related statements of operations, changes in
stockholder’s equity, and cash flows for the years then ended that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on

our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2001 and 2000, and the results of its operations and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedules 1, 2 and 3 1s presented for purposes of additional analysis
and is not a required part of the basic financial statements, but 1s supplementary information required by
rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audits of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

KPme LP

February §, 2002

.. .. KPMG LLP. KPMG LLR a U.S, limited liability partnership, is
& member of KPMG International, a Swiss association.




TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)

(a wholly owned subsidiary of The Troy Savings Bank,

which is a wholly owned subsidiary of Troy Financial Corporation),”
Statements of Financial Condition
December 31, 2001 and 2000

Assets

Cash in banks
Money market investments
Cash and cash equivalents

Securities owned, at estimated fair value (note 2)
Securities matured, pending settlement (note 2)
Accrued income receivable

Prepaid income taxes

Other assets

Total assets

Liabilities and Stockholder's Equity
Accounts payable - The Troy Savings Bank (note 3)
Accrued expenses and other liabilities

Commitments and contingent habilities (note §)

Stockholder's equity (note 7):
Common stock, no par value; 250 shares authorized,
135 shares issued and outstanding in 2001 and 2000

Retained earnings

Total liabilities and stockholder's equity

See accompanying notes to financial statements.

@

2001
43,108 34,009
56,040 50,000
99,148 84,009
325,531 45,217
— 256,338
26,761 28,923
6,643 24,006
6,427 9,175
464,510 447,668
16,468 9,290
38,945 22,992
55,413 32,282
135,000 135,000
274,097 280,386
409,097 415,386
464,510 447,668




TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Statements of Operations
For the years ended December 31, 2001 and 2000

2001 2000
Revenues:
Commissions $ 378,099 269,705
Related party fee income (note 3) 18,000 24,000
Interest income 18,651 17,323
Other income 31,821 25,281
446,571 336,309
Expenses:
Employee compensation and benefits (notes 3 and 5) 314,224 201,553
Clearing broker charges 40,316 58,554
Professional fees 13,550 11,698
Occupancy and equipment 20,252 18,940
Other operating expenses (note 4) 67,661 149,874
456,003 340,619
Loss before income tax benefit (9,432) 4,310)
Income tax benefit (note 6) (3,143) (1,642)
Net loss $ (6,289) (2,668)

See accompanying notes to financial statements.




TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Statements of Changes in Stockholder's Equity
For the years ended December 31, 2001 and 2000

Balance, December 31, 1999
Net loss
Balance, December 31, 2000

Net loss
Balance, December 31, 2001

See accompanying notes to financial statements.

$

Common Retained
Stock Earnings Total
135,000 283,054 418,054
— (2,668) (2,668)
135,000 280,386 415,386
— (6,289) (6,289)
135,000 274,097 409,097




TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of the Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Statements of Cash Flows
For the years ended December 31, 2001 and 2000

2001 2000

Cash flows from operating activities:
Net loss 3 (6,289) (2,668)
Adjustments to reconcile net loss to net cash
provided by operating activities:
Net gain on sales of securities owned — (2,350)
Accretion of discount on securities owned (12,377) (1,889)
Purchases of securities owned (313,937 (956,328)
Proceeds from sales of securities owned — 1,069,350
Maturities of securities owned 46,000 45,000
Proceeds from securities matured, pending settlement 256,338 —
Decrease (increase) in accrued income receivable 2,162 (7,265)
Decrease (increase) in prepaid income taxes 17,363 (1,642)
Decrease (increase) in other assets 2,748 (5,911)
Increase (decrease) in accounts payable -

Increase (decrease) in accrued expenses
and other liabilities 15,953 (8,057)

Net cash provided by operating activities 15,139 113,810

Cash flows from financing activities:
Repayments on loan payable - The Troy Savings Bank — (150,177)

‘Net increase (decrease) in cash and cash equivalents 15,139 (36,367)
Cash and cash equivalents at beginning of year 84,009 120,376

Cash and cash equivalents at end of year $ 99,148 84,009

Supplemental disclosures of cash flow information:
Cash paid to (received from) parent during the year for:
Interest $ — 3,421

Income taxes $ (20,506) —

Transfer of securities from securities owned to securities
matured, pending settlement $ — 256,338

See accompanying notes to financial statements.

I The Troy Savings Bank 7,178 (14,430)
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TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Notes to Financial Statements
December 31, 2001 and 2000

Organization and Significant Accounting Policies

(a)

(b)

(c)

(d)

(e)

Organization

Troy Financial Investment Services Group (formerly known as The Family Investment Services Co.,
Inc.) (the “Company”) is a wholly owned subsidiary of The Troy Savings Bank (the “Bank”), which
is a wholly owned subsidiary of Troy Financial Corporation (the “Holding Company”). The
Company was formed for the purpose of engaging in securities services including brokerage and
investment advice. The Company is a fully disclosed broker. Securities services offered to customers
include buying or selling shares of stock, investment company shares and interests, bonds,
mortgages, debentures, notes and other securities.

Revenue Recognition

Commission revenue is recognized when services are rendered. Interest income is recorded on the
accrual basis.

Income Taxes

The Company is included in the consolidated Federal and state income tax returns filed by the
Holding Company. The Holding Company charges or credits the Company for the portion of the
consolidated income tax expense or benefit attributable to the Company’s stand-alone operations,
based on income for financial reporting purposes. The tax benefit allocated to the Company in 2001
and 2000 was computed at the combined Federal and state statutory tax rate applicable to the
Holding Company’s consolidated tax group.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash in banks and money market investments.

Securities Owned

Securities owned are carried at estimated fair value. Gains and losses on the disposition of securities
owned are based on the net proceeds and the amortized cost of the securities, using the specific
identification method. Securities transactions are recorded on a trade date basis.

Customer Transactions

All customer transactions are cleared through another broker-dealer on a fully disclosed basis. The
Company promptly forwards all funds and securities of its customers received in connection with its
activities to the broker-dealer. The Company has no liabilities subordinated to the claims of general
creditors. The Company is not a member of any securities exchange.

6 (Continued)
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TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Notes to Financial Statements
December 31, 2001 and 2000

(g) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that effect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

(h) Reclassifications

Amounts in the prior year’s financial statements are reclassified whenever necessary to conform with
the current year’s presentation.

Securities Owned

Securities owned at December 3 1, 2001 consisted of debt securities 1ssued by Farmer Mac and the Federal
Home Loan Bank of New York. All debt securities at December 31, 2001 mature in 2002.

Securities owned at December 31, 2000 consisted of a U.S. Treasury bill, which matured on April 19,
2001.

Securities matured, pending settlement at December 31, 2000 represented matured bond anticipation notes
issued by the Town of Coeymans, Albany County, New York. The proceeds from maturity were received
by the Company in January 2001.

Related Party Transactions

During 2000 and through September 2001, the Bank paid the Company $2,000 per month based on general
services (i.e. the availability of brokerage services to Bank customers) rendered in that month to the Bank
based on an agreement between the Company and the Bank. These payments were recorded as related
party fee income. Currently, the Company does not pay the Bank any commissions or other fees related to
business generated from Bank locations.

The Company reimburses the Bank for accounting services, occupancy and equipment expenses and other
costs based upon an allocation agreement between the Company and the Bank. These expenses amounted
to approximately $50,000 and $45,000 in 2001 and 2000, respectively. In the opinion of management, the
expenses allocated to the Company approximate the actual cost incurred. At December 31, 2001 and 2000,
the Company owed the Bank $16,468 and $9,290, respectively, for such expenses and for other items paid
by the Bank on behalf of the Company.

See alsonotes 1, 5 and 6.

7 (Continued)




TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Notes to Financial Statements
December 31, 2001 and 2000

(4) Other Operating Expenses
Other operating expenses for the years ended December 31, 2001 and 2000 consisted of the following:

2001 2000
Quote service charges $ 26,890 22,997
Printing, postage and duplication 8,116 6,811
Dues and subscriptions 5,158 2,781
Other _ 27,497 17,285
$ 67,661 49,874

(5) Pension Benefits

The Company’s employees are covered under the Retirement Plan of The Troy Savings Bank in RSI
Retirement Trust. The Company’s expenses related to this plan (including administrative expenses) were
approximately $4,500 and $2,200 for the years ended December 31, 2001 and 2000, respectively.

(6) Income Taxes

A summary of the components of income tax benefit for the years ended December 31, 2001 and 2000 is

as follows:
2001 2000
Federal ) (2,358) (1,312)
State (785) (330)
$ (3,143) (1,642)

The effective tax rate of (33.3)% and (38.1)% for the years ended December 31, 2001 and 2000,
respectively, differed from the statutory Federal income tax rate for the following reasons:

2001 v 2000
Statutory tax rate 34.0)% (34.0)%
Non-deductible expenses 6.2 1.0
State income taxes, net of Federal impact (5.5) (5.1)
Effective tax rate (33.3)% (38.1)%
8 (Continued)
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TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Notes to Financial Statements
December 31, 2001 and 2000

The Company does not record the tax effect of graduated Federal income tax rates because the Company is
included in the Holding Company’s consolidated tax return and the graduated rates do not apply on a
consolidated basis. The Company has no items that would be considered temporary differences under
Statement of Financial Accounting Standards (“SFAS”) No. 109, “Accounting for Income Taxes.”

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule (rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and the rule of “applicable” exchange
also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1). At December 31, 2001, the Company had net capital, as defined, of $391,651,
which was $141,651 in excess of its minimum required net capital of $250,000. The Company’s ratio of
aggregate indebtedness to net capital was .14 to 1.0 at December 31, 2001.

Commitments and Contingent Liabilities

(a) Off-Balance-Sheet Risk

The Company engages in the business of a broker and dealer in securities as described in note 1(a) to
the financial statements. The inherent risk of this business is the ability of the Company to properly
execute all customer initiated transactions including the proper safeguarding and transfer of
customer-owned securities. As of December 31, 2001 and 2000, management of the Company
believes that all customer-initiated transactions have been fully executed by the Company.

(b) Litigation
Management of the Company, after consultation with legal counsel, believes that there is no pending
or threatened litigation that will result in any material adverse effect on the Company’s financial
condition or results of operations.

Fair Value of Financial Instruments

SFAS No. 107, “Disclosures about Fair Value of Financial Instruments,” requires the Company to disclose
estimated fair values for its financial instruments. SFAS No. 107 defines fair value of financial instruments
as the amount at which the instrument could be exchanged in a current transaction between willing parties

other than in a forced or liquidation sale.

At December 31, 2001 and 2000, the fair value of each of the Company’s financial instruments
approximated its carrying value.




Schedule 1
TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
As of December 31, 2001
Net Capital
Total stockholder's equity qualified for net capital b 409,097
Deductions and/or charges:
Non-allowable assets:
Prepaid income taxes (6,643)
Other assets (6,427)
(13,070)
Net capital before haircut on securities positions 396,027
Haircut on money market investments ’ (1,121)
Haircut on securities of U.S. government agencies (3,255)
Net capital $ 391,651
Aggregate Indebtedness
Items included in the statements of financial condition:
Accounts payable - The Troy Savings Bank 16,468
Accrued expenses and other liabilities 38,945
Total aggregate indebtedness $ 55,413
Computation of Basic Net Capital Requirement
6-2/3% of aggregate indebtedness 3,694
Minimum net capital requirement 250,000
Excess net capital over minimum net capital requirement 141,651
Excess net capital at 1000%* 386,110

* Calculated as net capital - (total aggregate indebtedness x 10%)

Note: There is no material difference between the Company's computation of net capital as filed in
the Form X-17A-5 (FOCUS Report filed quarterly by the Company) and the above
schedule as of December 31, 2001.
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Schedule 2
TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)
Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
As of December 31, 2001
Credit balances $ —
Debit balances —
Reserve computation:
Excess of total debits over total credits —_
Required deposit $ NONE

Note: There is no material difference between the Company's computations of reserve requirements
as filed in the Form X-17A-5 (FOCUS report filed quarterly by the Company) and
the above schedule.

11




Schedule 3

TROY FINANCIAL INVESTMENT SERVICES GROUP
(formerly known as The Family Investment Services Co., Inc.)
(a wholly owned subsidiary of The Troy Savings Bank,
which is a wholly owned subsidiary of Troy Financial Corporation)

Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

As of December 31, 2001

For the year ended December 31, 2001, the Company was exempt from the possession or control requirements
under Rule 15¢3-3 of the Securities and Exchange Commuission, as all customer transactions were cleared on a
fully disclosed basis with a clearing broker-dealer. All customer funds and securities were transmitted to the
clearing broker-dealer, which carries all of the accounts of such customers.

12




